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Par Value for New Zealand Pound 


An initial par value for the New Zealand pound, at 
$2.7809 = £NZ 1, has been established by agreement 
between the Government of New Zealand and the 
International Monetary Fund. The parities for the 
New Zealand pound in terms of gold and in terms of 
the U.S. dollar of the weight and fineness in effect 
on July 1, 1944 are as follows: 2.47130 grams of fine 


Fund Membership of Syrian Arab 


The Executive Board of the International Monetary 
Fund, in a decision taken on October 27, 1961, has 
concluded that the Syrian Arab Republic and the 
United Arab Republic are separate members of the 
Fund, with a quota of $15 million for the Syrian Arab 
Republic and a quota of $90 million for the United 
Arab Republic. 

On July 16, 1958, following the merger of Egypt 
and Syria into a single state, the Executive Board had 
concluded that the resulting United Arab Republic was 


IDA Credits to Pakistan and Paraguay 

The International Development Association (IDA) 
on October 19 extended to Pakistan a development 
credit equivalent to $1 million, to assist the Dacca/ 


Narayanganj/Demra irrigation project of the East 
Pakistan Water and Power Development Authority. 
This project, the first of its kind to be carried out in 
East Pakistan, is designed to increase agricultural pro- 
duction in a densely populated and very poor area, 
and will also serve as a pilot project to provide infor- 
mation and experience which should be of value in 
developing similar schemes. 

On October 26, IDA extended a credit of $6 million 
to Paraguay to cover the foreign exchange cost of 
improving the country’s most important highway, link- 
ing Asuncién, the capital, with Encarnacion, the second 
largest town in Paraguay. A new bridge, 1,100 feet 
long, will be built to carry the road over the Tebicuary 
River at Villa Florida, where at present all vehicles 
must cross by one primitive ferry. These improvements 
will make a real contribution to the development of 
this promising agricultural region. 

Both credits are repayable in foreign exchange 
between 1972 and 2012, without interest. 

Sources: International Development Association, Press 
Releases, Washington, D.C., October 19 and 
26, 1961. 


gold per New Zealand pound; 12.5859 New Zealand 
pounds per troy ounce of fine gold; 0.359596 New 
Zealand pound per U.S. dollar; and 278.090 U.S. cents 
per New Zealand pound. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., October 27, 1961. 


Republic and United Arab Republic 


subject to the provisions of the Fund’s Articles of 
Agreement as a single member with a single quota, 
amounting to $66.5 million (see this News Survey, 
Vol. XI, p. 40). On March 22, 1960, the fund was 
informed of the consent of the United Arab Republic to 
an increase in quota to $105 million, representing an 
increase to $90 million in respect of the Egyptian 
Region and to $15 million in respect of the Syrian 


Region. 


International Tin Council Meeting 


At the October meeting of the International Tin 
Council, the producing countries proposed that the 
“floor” and “ceiling” prices under the Agreement should 
be raised from their respective levels of £730 and 
£880 a ton to £800 and £1,000 a ton. This motion 
was defeated by the votes of the consuming countries. 
The Council is due to meet again on February 14, 1962. 

On September 5, 1961, the price of tin reached 
£992.5 a ton, the highest for many years. Subsequently 
it declined, following an announcement that the US. 
General Services Administration had requested the 
Congress to authorize the disposal of 50,000 tons of 
surplus tin from the strategic stockpile. 


Bank of London & South America Limited, 
Fortnightly Review, London, England, Octo- 
ber 21, 1961. 


Source: 


Europe 


Economic Progress in the European Common Markel 

The issue for October 1961 of Lloyds Bank Review 
contains an article by Mr. Alexandre Lamfalussy, eco- 
nomic adviser to the Banque de Bruxelles, on the ques- 
tion of whether Europe’s progress has been due to the 
Common Market. The starting point of the argument 
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is the better economic performance of the European 
Economic Community (EEC), compared with the 
United Kingdom or with the countries of the European 
Free Trade Association (EFTA): Exports by the EEC 
grew between 1958 and the first quarter of 1961 by 
39 per cent, compared with 20 per cent for EFTA and 
only 15 per cent for the United Kingdom. Trade within 
the EEC increased by 63 per cent during the same 
period. Mr. Lamfalussy points out that these figures 
are often adduced as proving that the EEC has already 
had a stimulating effect on the rate of growth of its 
member countries. But the same statistical evidence 
could be used to corroborate the opposite argument, 
viz., that it was the high rate of economic growth in 
continental Europe which led to the expansion of trade 
in the EEC area. A variety of factors could explain 
this, including the large labor reserves and. the. relatively 
low wages and low military expenditures in Germany, 
and the expanding population and rather low wages in 
Italy and in the Netherlands. Moreover, once this 
growth started it would become quite normal for the 
countries concerned to increase their imports from 
each other. Again, conditions in Europe have been 
favorable for the rise of exports to have a high multi- 
plier effect—including the presence of excess productive 
capacity and plentiful labor resources—while the 
expected pressure of competition forced producers to 
rationalize and to invest. 

Further, the 10 per cent tariff cuts of January 1959 
and July 1960, and the limited increase in import 
quotas, could hardly have produced sizable changes in 
the trade flows as early as 1959 and 1960, except as a 
result of advance planning, i.e., to gain a foothold in 
markets where the protective barriers were being 
removed. And in fact, if a longer perspective is taken, 
it can be shown that the divergence of export trends 
over the period 1958-61 was already apparent during 
the preceding five years. There has not been, for 
instance, a single year during the 1950's when the 
United Kingdom recorded a faster rate of growth than 
the EEC. Also, there has been no recent change in the 
pace of the EEC’s development. (The same impression 
is created by the performance of the individual coun- 
tries of the EEC.) The statistical record also shows 
that the relatively slow expansion of EEC imports 
from the EFTA compared with the expansion of trade 
between the EEC countries did not begin in 1958 but 
as early as 1954. Intra-EEC trade rose by 44 per cent 
from 1954 to 1956 and by 51 per cent from 1958 to 
1960, a variation partly due to the cyclical character- 
istics of the two periods. 

The countries that are members of the EEC have 
had a combined current account surplus in every single 
year since 1950, ranging up to a maximum of $2.4 bil- 
lion in 1959; this, in combination with the fact that 
unemployment was ialling rapidly, strongly suggests 


that these countries were enjoying conditions of com- 
petitive advantage vis-a-vis the rest of the industrial 
world. This goes far to explain the divergent trends in 
the positions of the EEC and EFTA countries. In par- 
ticular, the improvement of the EEC’s competitive 
position vis-a-vis the United Kingdom (which produces 
about three quarters of EFTA’s industrial output) 
resulted in a rapid expansion of the Common Market’s 
exports to the EFTA in spite of the relatively slow 
expansion of the latter area. But now some structural 
changes are under way. Germany, for instance, after 
years of easy labor market conditions, has entered into 
a period of acute labor shortages, and similar develop- 
ments are noted in the Netherlands and Italy. If this 
should continue, and if Europe should lose its competi- 
tive advantage, then it will be possible to say whether 
the Common Market. has or has not promoted the 
expected transfer of resources and so helped to raise 
productivity. But so long as the present boom prevails, 
judgment must be suspended. “It is the next pause or 
recession,” Mr. Lamfalussy concludes, “which will be 
the real testing time, both for the Common Market's 
success and for its internal cohesion.” 


Source: Lloyds Bank Review, London, England, Octo- 
ber 1961. 


EFTA Neutral Countries and the EEC 


Ministers of the three neutral members of the 
European Free Trade Association (EFTA)—Austria, 
Sweden, and Switzerland—meeting in Vienna on Octo- 
ber 19, worked out a basis for negotiations with the 
European Economic Community (EEC). They agreed 
that neutrality constituted no obstacle to their partici- 
pating in the economic integration of Europe. Formal 
steps to initiate negotiations with the EEC will be taken 
by each country individually before the end of this year. 


Source: Basler Nachrichten, Basle, Switzerland, Octo- 
ber 20, 1961. 


IFAP European Discussions 


The European regional committee of the International 
Federation of Agricultural Producers (IFAP) recently 
discussed the agricultural problems raised by the United 
Kingdom's application to join the Common Market. 
The meeting was attended by farmers’ representatives 
from the United Kingdom, the Common Market coun- 
tries except Italy, the Scandinavian countries, Greece, 
Ireland, Switzerland, and Yugoslavia. The farmers’ 
main objectives were stated to be (1) the assurance of 
an equitable standard of living for the agricultural 
population, in particular by raising the individual 
incomes of those who work in agriculture; (2) the 
stabilization of agricultural markets by way of guaran- 
teed producer prices, combined with various forms of 
government intervention to support market prices; and 
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(3) recognition of the differences in agricultural activi- 
ties deriving from social and structural disparities. 
Against this background, those attending the meeting 
decided that if the United Kingdom and other Euro- 
pean countries did join the Common Market, the British 
system of guaranteed producer prices fixed at annual 
reviews was preferable to the common agricultural 
policy based on target wholesale prices for which the 
Commission of the European Economic Community is 
trying to secure approval from the six member govern- 
ments by the end of this year. 


Source: The Financial Times, 
October 16, 1961. 


London, England, 


U.K. Repurchase from the Fund 


‘The United Kingdom has repurchased £100 million 
of its recent drawing from the International Monetary 
Fund (see this News Survey, Vol. XIII, p. 241). 
The announcement of the Government’s intention to 
make this repurchase stated: “The transaction can be 
regarded as a technical redisposition of our reserves 
since the stand-by facilities available to the United 
Kingdom with the International Monetary Fund will 
be increased automatically by the amount of the 
repurchase.” 

The repayment has been made possible by a sub- 
stantial return of funds to London over recent weeks. 
Immediately after the announcement of the Chancellor 
of the Exchequer’s economic measures on July 25, the 
so-called “leads and lags” in overseas payments went 
into reverse: payments by overseas traders, which had 
been delayed earlier because of fears for the pound, 
were made promptly, and the reserves of gold and 
convertible currencies began to benefit accordingly. 
Since the reduction in the bank rate from 7 per cent to 
6% per cent on October 5 (see this News Survey, 
Vol. XIII, p. 317), the inflow of funds has strength- 
ened. Overseas investors, fearing that the current high 
rates of interest in London might not be available for 
very much longer, have switched short-term funds from 
other centers to London, and the pound has accordingly 
risen strongly in the foreign exchange markets. A new 
peak of $2.811'4,4 was reached early in the week begin- 
ning October 23, and security sterling is now at only 
a nominal discount below the official rate. 

The repurchase from the Fund of £100 million sug- 
gests that the inflow of funds has reached substantial 
proportions in the past ten days; this does not indicate, 
however, that the underlying difficulties in the United 
Kingdom’s overseas payments have disappeared. 


Sources: The Times, October 26, 1961, and The Econ- 
omist, October 28, 1961, London, England. 


Swiss Loan for the United Kingdom 


The Swiss Federal Council formally asked Parliament 
on October 17 to approve a loan to the United Kingdom 
of Sw F 215 million ($50 million) at 3 per cent per 
annum, to be made on December 31 next. Repayment 
in Swiss francs would be made by the end of 1964. 
The Federal Council states that, as a strengthening of 
sterling is in the interests of Switzerland, it is con- 
sidered appropriate for Switzerland to supplement the 
assistance being given to the United Kingdom by the 
International Monetary Fund. 


Source: Basler Nachrichten, Basle, Switzerland, Octo- 
ber 18, 1961. 


isle of Man Currency 


The Government of the Isle ‘of Man began ‘on July 6, 
1961 to issue new currency notes to displace the 
existing £5 and £1 notes of the five joint-stock banks 
having branches on the Island. The new currency 
notes, of which £200,000 had been issued before the 
end of July, are fully convertible into sterling and are 
underwritten by the full resources of the Manx Govern- 
ment, which will set aside an investment of £250,000 in 
British Government securities as specific security. 


Source: Journal of the Institute of Bankers in Ireland, 
Dublin, Ireland, October 1961. 


Prices in Norway 


After two years of price stability, Norway is now 
experiencing a considerable rise in prices, resulting 
from the large wage increases granted this year and the 
general pressure of demand on productive resources. 
The official cost of living index (1949 = 100) rose 
from 164 early in the spring to 172 in September, an 
increase of nearly 5 per cent. According to the Norges 
Handels og Sj@fartstidende, it is believed that the index 
will exceed 175. before the end of this year and reach 
180 sometime in 1962. 

Government measures are themselves tending to raise 
prices. The agricultural agreement provides for increases 
in the basic prices paid to grain producers; and the 
1962 budget, recently presented to the Storting, pro- 
poses higher taxes on spirits, some wines, beer, and 
gasoline (see this News Survey, Vol. XIII, p. 327). 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, October 26, 1961. 


Finnish Grain Transaction 


The five-year trade agreement between Finland and 
the U.S.S.R. specifies that in each of the years 1961 and 
1962 Finland shall import 200,000 to 250,000 metric 
tons of wheat from Russia. This year, however, the 
Finnish grain crop is expected to correspond to domes- 
tic consumption, and the Finnish authorities have 
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therefore heen negotiating exports of grain. An agree- 
ment h »w been concluded with Poland for the sale 
of 150,000 tons of Russian wheat, which will be deliv- 
ered directly from the U.S.S.R. to Poland from what 
remains of the Finnish import quota for this year and 
from the import quota for 1962 

In order to balance the trade between Finland and 
the U.S.S.R., the Finnish Government had previously 
authorized payment to the U.S.S.R. for 50,000 tons of 
wheat which should have been imported this year but 
could not be received because of lack of storage facilities. 


Sources: Hufvudstadsbladet, Helsinki, Finland, Septem- 
ber 22, 1961; Norges Handels og Sj@farts- 
tidende, Oslo, Norway, October 4, 1961. 


German Foreign Trade 

Little change is yet visible in the imports and exports 
of the Federal Republic of Germany, which were 
expected to be affected by the revaluation of the 
deutsche mark in March 1961. In September, imports, 
c.i.f., were valued at DM 3.7 billion ($0.9 billion) 
and exports at DM 4.3 billion ($1.1 billion), a rise of 
8.9 per cent and 10.7 per cent, respectively, over 
September 1960. The trade surplus for the month, 
DM 624 million, compares with DM 509 million a 
year earlier; that for the third quarter, DM 1.71 billion, 
was exactly the same as that for the second quarter 

Over the first nine months of 1961, the export surplus 
rose to DM 5.4 billion, DM 2.0 billion more than in 
the same period of last year and slightly more than 
that attained during the whole year 1960. Exports were 
9.3 per cent higher in value than in the January- 
September period of 1960, while imports rose by about 
4 per cent. However, average import prices were 
about 3 per cent below those of last year; the volume 
of imports thus increased by nearly 8 per cent. Export 
prices were about 2 per cent higher than a year earlier, 
so that the volume of exports increased by about the 
same percentage as that of imports. 
Source: Die Welt, Hamburg, Germany, October 18, 
1961 


Economic Developments in Italy 

The prospects for the economic situation in Italy in 
the second half of 1961 are more favorable than were 
forecast at the beginning of the year. Agricultural output 
in 1961 is expected to be 5 per cent greater than 
in 1960. The average index of industrial production for 
the first eight months of 1961 is 8.5 per cent higher 
than for the corresponding period of 1960, indicating a 
substantial expansion this year as industrial production 
increased only slightly during the second half of 1960. 
The current increase in output is particularly marked in 
investment goods, reflecting favorable business expec- 
tations. The labor market is becoming tight: although 


the labor exchange offices still record many unemployed, 
the registered number of unfilled jobs and also the appli- 
cations for overtime are increasing substantially. 
Exports during the first eight months of 1961 in- 
creased by 12 per cent over the same period of 1960, 
while imports (c.i.f.) increased by 11 per cent. The 
trade deficit during the eight-month period was about 
$760 million, or $50 million more than in the corre- 
sponding period of 1960. The net inflow from services, 
unilateral transfers, and capital exceeded this deficit by 
roughly $400 million. Central reserves of gold and 
foreign exchange increased by $284 million, reaching 
$3,364 million at the end of August 1961. 
Sources: 24 Ore, Milan, Italy, September 9 and Octo- 
ber 8 and 14, 1961. 


Middle East and Africa 
U.S. Aid to Pakistan 


Pakistan has signed a four-year agreement for the 
purchase of U.S. surplus agricultural commodities 
amounting to $621.5 million. This is the second largest 
agreement of its kind that the United States has entered 
into, the largest being that with India for $1.3 billion, 
which was negotiated early in 1960. Payment by 
Pakistan will be in rupees, most of which will be used 
to finance local development projects, including the 
Indus River development; 5 per cent will be available 
for loans to private U.S. and Pakistani businesses 
approved by the Export-Import Bank of Washington. 
The commodities to be sent to Pakistan include grains, 
cotton, tobacco, cottonseed oil and soybean oil, dried 
milk and eggs, and frozen poultry. 

Source: Middle East Economic Digest, London, Eng- 
land, October 20, 1961. 


South African Gold Production 


Gold production in South Africa in August 1961, 
1,967,016 fine ounces, was 32,791 fine ounces greater 
than the record level attained in the previous month 
and 151,528 fine ounces greater than output in August 
1960. Although the average basis of valuation in 
August was R 25.03 per fine ounce, compared with 
R 25.17 per fine ounce in July, the value of output, 
R 49.2 million, was R 0.5 million higher. 

In the first eight months of 1961, gold output totaled 
15,106,681 fine ounces, compared with 14,172,100 fine 
ounces in the same period last year, an increase of 
6.6 per cent. Over the same period, the average basis 
of valuation increased from R 24.97 per fine ounce to 
R 25.10 per fine ounce, and the value of output rose by 
R 25.3 million (i.e., by 7.1 per cent). 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
October 1961. 
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Swaziland Rail Scheme 


It has been officially announced that a railway line 
is to be constructed, to link Bomva Ridge in Swaziland 
with the Lourengo Marques—Goba railway line in 
Mozambique. The way is thus cleared for the Swaziland 
Iron Ore Development Company, Ltd., to conclude an 
agreement to supply certain Japanese interests with 
12 million long tons of high-grade ore from the Bomva 
Ridge deposits over a period of ten years. 

The negotiations for the construction of the railway 
line involved the Portuguese and U.K. Governments as 
well as a number of other companies and organizations. 
The line will be 140 miles in length and will take 
approximately three years to build. Apart from provid- 
ing transport for iron ore, the railway will also provide 
transport for Swaziland’s newly developed woodpulp in- 
dustry, its sugar industry, and other exporting concerns. 
Source: The Standard Bank of South Africa Limited, 

The Standard Bank Review, London, England, 
October 1961. 


Far East and Australasia 


Supplementary Budget of Japan 


A supplementary General Account Budget for the 
current fiscal year (April 1961-March 1962) was 
approved by the Japanese Diet on October 21. This 
was necessitated, in the main, by the recent natural 
disasters and by the recommendation by the Personnel 
Agency of a wage increase for government employees. 
(For a report on the original budget, see this News 
Survey, Vol. XIII, p. 93.) 

The supplementary budget amounts to ¥ 99.7 billion 
(bringing the total amount of the General Account 
Budget for the current fiscal year to ¥ 2,052.4 billion). 
Expenditures are allocated as follows: for natural 
disasters caused by heavy rains, typhoons, etc., 
¥ 15.0 billion; to meet the expected increase in the 
price and volume of rice and wheat to be purchased by 
the Government, ¥ 30.0 billion; for increases in salaries 
and wages for government employees, by an average 
of 7.1 per cent from October 1, ¥ 18.4 billion; for 
redistribution of taxes to local governments, ¥ 21.3 bil- 
lion; and other expenditures, including reserves, 
¥ 15.0 billion. All expenditures are to be financed by 
an expected increase in tax revenues over the original 
estimates. 

The Government has also provided ¥ 51.1 billion, 
from its accumulated funds, to the Export-Import Bank 
of Japan and to meet the needs of small and medium- 
sized enterprises and local governments. 

On the other hand, in view of the necessity of 
curbing domestic demand to improve the present bal- 
ance of payments situation, the authorities have decided 


to postpone for the time being budgeted expenditures 

for government buildings (by 13 per cent) and for 

public works (by 5.8 per cent), as well as for the gov- 

ernment loans and investment program (5.2 per cent), 

the total amount involved being ¥ 71.1 billion. 

Sources: Nihon Keizai Shimbun, Tokyo, Japan, Sep- 
tember 26 and 27 and October 13 and 
22, 1961. 


Philippine Policy on ‘'No-Dollar” Imports 

The Monetary Board of the Philippines has recently 
eased restrictions on “no-dollar” imports into the 
Philippines, to enable qualified producers to procure 
essential raw materials, equipment, and/or spare parts 
adequate for their needs, and to enable qualified im- 
porters to bring in essential consumer and/or producer 
goods, decontrolled items, and rice, without drawing 
down the dollar resources of the Central Bank. The 
Central Bank is not allowed to provide foreign exchange 
for goods brought in under these arrangements; and the 
value of the goods is not to be treated as a foreign 
investment of the foreign supplier and may not give rise 
to capital repatriation or profit remittances. 
Source: Philippine Association, Philippine Newsletter, 

New York, N.Y., October 27, 1961. 


Loan from Mainland China fo Indonesia 

It has been announced that Mainland China has 
granted to Indonesia a loan of Sw F 129,600,000 at 
2 per cent per annum for the construction of cotton 
mills and weaving plants. The loan will be disbursed 
over 4 years beginning in December 1961 and will be 
repaid over a 12-year period beginning 2 years after 
the mills are in operation. The loan is part of a Chinese- 
Indonesian economic agreement signed 
Peiping. 


recently in 


Source: The Times, London, England, October 24, 
1961. 


Australian Monetary Conditions and Policies 

The Reserve Bank of Australia has decided to restore 
to the Australian trading banks a general discretion as 
to the classes of lending they can undertake. The con- 
ditions prevailing in the second half of 1960, which led 
the Reserve Bank to reimpose restraints on various 
types of trading bank lending, have now passed. Specu- 
lation in land, shares, and other assets has died down. 
The balance of payments position has strengthened and 
it seems that prices are now generally stable. In these 
circumstances it is not considered necessary to maintain 
specific restraints on particular forms of bank lending. 

At the same time, it is important to ensure that there 
shall not be any revival of the speculative activities and 
the excessive levels of expenditure in some fields which 
made necessary the selective controls imposed in 1960. 
Should trends of that kind reappear, the Reserve Bank 
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would not hesitate to apply such restraints on bank 
lending as the circumstances might warrant. It has 
therefore emphasized to the trading banks the need to 
exercise the discretion restored to them in such a way 
as to discourage the re-emergence of those conditions, 
to give special weight to the need to increase employ- 
ment and productivity in Australia, and to continue the 
preferential treatment being given to housing and 
export production. 

In its Annual Report for the year ended June 1961, 
the Reserve Bank comments that although the total 
supply of notes and coin, bank deposits, government 
securities, and other high-grade liquid assets held by 
the community did not fall greatly during the year, 
there appears to have been a sharply increased aware- 
ness of the advantages of holding cash; many businesses 
and individuals showed themselves less confident of the 
ready liquidity of nominally short-term commercial 
issues which they had previously been content to hold. 
This changed outlook, together with the effects of the 
fall in bank lending, contributed to a reduced avail- 
ability of finance in the capital and money markets out- 
side the banking system, to upward movements of in- 
terest rates in those markets, and to the pronounced 
general sense of financial stringency which emerged 
during the first half of 1961. 

The fiscal year closed, however, with a number of 
difficulties still unsolved. Although the balance of pay- 
ments pressures had for the moment eased, the im- 
provement did not necessarily imply the attainment of 
longer term stability. The capital market had not 
reached a stable position, and it was not clear how soon 
the resumption of bond and equity financing on a scale 
sufficient to meet the needs of industry and commerce 
would be achieved. The overfull employment position 
with which 1960-61 had opened had been replaced 
during the second half of the year by a position of 
uncertainty and, in the June quarter, by an excess of 
supply in the labor market. The Report adds that the 
problem of reconciling external balance with full em- 
ployment and high rates of economic growth remains 
a Challenging one. 


Sources: The Times and The Financial Times, London, 
England, October 30, 1961; Reserve Bank 


of Australia, Report and Financial Statements, 
1961, Sydney, Australia. 


Extension of Australian-Japanese Trade Agreement 


Informal discussions have resulted in the Australian- 
Japanese trade agreement being extended for a further 
12 months. Mr. J. McEwen, the Australian Minister 
for Trade, said that formal discussions were expected 
to take place toward the middle of next year. The 
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obstacle to renegotiation continues to be the current 
uncertain state of both countries’ payments positions. 


Source: Australian Financial Review, Sydney, Aus- 
tralia, October 24, 1961. 


Western Hemisphere 


Central American Bank for Economic Integration 


The Central American Bank for Economic Integra- 
tion began operations in Tegucigalpa, Honduras, on 
September |. The Bank was established to assist its 
member countries (El Salvador, Guatemala, Honduras, 
and Nicaragua) to finance the development and eco- 
nomic integration of the area. The Bank’s present 
resources include an initial subscription of $8 million 
by the member countries, a grant of $2 million from the 
U.S. Government, and a line of credit to be made 
available by the U.S. Development Loan Fund. The 
Inter-American Development Bank, the Bank of Mex- 
ico, and the Bank of America have also expressed their 
intention of giving support and assistance to the Bank. 
Source: Bank of London & South America Limited, 

Fortnightly Review, London, England, Octo- 
ber 7, 1961. 


Recent Developments in the Mexican Economy 


In the first half of 1961 Mexico had a surplus of 
US$25.9 million on the goods and services account of 
the balance of payments, in contrast to a deficit of 
$29.4 million in the first half of 1960. The improve- 
ment in the current year resulted largely from an in- 
crease in merchandise exports by $60 million and a 
contraction of imports by $6 million compared with 
the same period of 1960. The expansion of exports 
was due chiefly to larger shipments of sugar, cotton, 
shrimps, petroleum, and zinc, the value of which was 
$75 million higher than in the same period of 1960 
(sugar accounting for $44 million). Lower exports of 
coffee, tomatoes, copper, and sulphur partially offset 
this gain. 

The current account surplus in the first half of 1961 
was, however, completely overshadowed by a large net 
outflow of capital, resulting in a decline of $87 million 
in the net short-term foreign assets of the domestic 
banking system, enterprises, and individuals. The capi- 
tal movement was influenced largely by unsettling 
factors in the first part of the year, and there appears 
to have been a concomitant reduction in private do- 
mestic investment. The unfavorable factors appear to 
have been receding since the beginning of the seasonal 
upswing of the Mexican economy in July and the an- 
nouncement of the receipt of $180 million im foreign 
credits early in August—a $90 million stand-by ar- 
rangement with the International Monetary Fund and 
a new $90 million line of credit from the Export-Import 
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Bank of Washington (in addition to an existing line of 
credit of $90 million). Receipts from tourism, which 
had dropped in April and May, have resumed their 
rising trend, and business activity has been steadier 
in recent months. Exports increased to $68.4 million 
in July, from $57.5 million in June 1961 and $56.2 
million in July 1960; imports in July, $90.3 million, 
were 7 per cent lower than in June 1961 and 18 per 
cent lower than in July 1960. The decline in imports in 
1961 reflects the impact of a combination of factors, in- 
cluding the slowdown of long-term capital inflow and 
of economic activity in the first part of the year, and 
the Government's policies of screening imports through 
a selective increase in customs duties (introduced last 
April) and of placing additional commodities under 
import license. 

A number of government decisions have been taken 
in recent months with the aim of accelerating the coun- 
try’s economic development and the diversification of 
exports (see this News Survey, Vol. XIII, p. 279). The 
Office of the President has been designated to coordi- 
nate all national economic and social planning, ap- 
parently in pursuance of a decision taken in 1959 to 
have that Office coordinate all public investment and 
expenditure. The Government has announced the 
extension of tax benefits and tax rebates for certain 
industries and for the promotion of the export of 
manufactures. The rebates are equivalent to the Fed- 
eral Government’s quota of 18 per mil of the mercantile 
income tax and to any increases in income tax resulting 
from an increase in exports over the 1960 level. These 
measures will supplement others already in effect to 
encourage exports, such as the rebate of import taxes 
on raw materials and parts used in the production of 
manufactures, reductions in export duties, and a return 
of that part of the excise tax levied on manufactures 
that are exported. 

At the same time, efforts are being made to raise 
additional revenues, and the Treasury is excusing tax- 
payers from past tax indebtedness upon payment in full 
of their 1961 taxes; it is estimated that this may 
result in a 10 per cent increase in 1961 revenues 
over those of 1960. 


Sources: Nacional Financiera, $.A., El Mercado de 
Valores, September 11, 1961, Diario Oficial, 
September 27, 1961, and Excelsior, Octo- 
ber 1, 1961, Mexico, D.F.; Department of 
Commerce, Foreign Commerce Weekly, 
Washington, D.C., October 23, 1961. 


Monetary Measures in Haifi 


Legal measures have been instituted in Haiti to en- 
force the statutory banking reserve requirements and 
to clarify the rediscounting powers of the National 
Bank. The present legal reserve requirements, which 


were defined by a decree of June 27, 1957, require 
private banks to maintain a cash reserve of at least 30 
per cent against deposit liabilities, in the form of 
gourde currency in their vaults or sight deposits at the 
National Bank (see this News Survey, Vol. X, pp. 22- 
23). This provision has not been fully enforced, as 
no sanction had been provided for noncompliance. The 
new law provides for a penalty of 0.1 per cent a day 
on reserve deficiencies incurred by any private bank, 
from October 1, 1961. 

The new law also empowers the National Bank to 
use rediscounting as an instrument of monetary policy, 
and grants to the private banks the right to use redis- 
counting facilities in case of a “liquidity crisis,” which 
is defined as a situation arising from “substantial with- 
drawals of deposits” from banks. The legislation pre- 
viously in’ force allowed the National Bank to grant 
rediscounts to private banks at very low rates, but only 
to facilitate compliance with an increase in the reserve 
requirement. The National Bank may now use its 
rediscounting powers to induce an expansion or con- 
traction of bank credit in pursuance of its general 
monetary policy. Prime commercial paper with maturi- 
ties not exceeding 90 days may be rediscounted, at rates 
ranging from a minimum of 4 per cent per annum to 
a maximum of 2 percentage points below the interfest 
rate charged by rediscounting banks on the paper of- 
fered for rediscount. A commercial bank, in order to 
have access to rediscounts, must be complying fully 
with the statutory reserve requirements. 


Source: Le Moniteur: Journal Officiel de la République 
@Haiti, Port-au-Prince, Haiti, September 7, 
1961. 


Panama's Foreign Trade 


Panama’s imports continued their upward trend in 
1960 and in the first half of 1961. In 1960 total im- 
ports were $109 million, compared with $98 million 
in 1959 and $93 million in 1958. Imports of manu- 
factured products, machinery and transportation equip- 
ment, and miscellaneous manufactures increased, and 
the only noteworthy reduction was in imports of raw 
materials and fats and oils. During the first half of 
1961, total imports were $56 million, nearly 6 per cent 
above the corresponding period of 1960. 

Merchandise exports declined to $30.5 million in 
1960 from $35.0 million in 1959, and to $14 million 
in the first half of 1961 from $16 million in the cor- 
responding period of 1960, largely as a result of re- 
duced shipments of bananas and cocoa. Exports from 
the Canal Free Zone, on the other hand, rose to $21.4 
million in the second quarter of 1961 from $19.0 
million in the second quarter of 1960. 

The upward movement in imports and the reduction 
in exports is reflected in the declining trend of Panama's 
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international reserves. Gross foreign assets of the bank- 
ing system declined to $34.5 million at the end of 
1960, from $40.2 million at the end of 1959 and $48 
million at the end of 1958. At the end of June 1961 
they amounted to $26.7 million, a reduction of more 
than $11 million since June 30, 1960. 


Sources: Contraloria General de la Republica, Di- 
reccion de Estadistica y Censo, Comercio 
Exterior, Ano 1959, Panama City, Panama; 
Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 23, 1961; 
International Monetary Fund, /nternational 
Financial Statistics, Washington, D.C., No- 
vember 1961 


Credit Measures in Coiombia 

The central bank of Colombia, the Banco de la 
Republica, has introduced several measures designed 
to expand credit during the last three months of 1961. 
From October | the ratio of banks’ obligatory cash 
holdings to sight and short-term deposits, which was 
to have been increased by | per cent monthly for five 
months, beginning last August | (see this News Survey, 
Vol. XIII, pp. 207-08), is to remain unaltered at the 
September level (17 per cent). At the same time, the 
Banco de la Republica is to increase by 10 per cent its 
rediscount quotas for credit establishments, provided 
that the funds are used to finance industrial and agri- 
cultural production, and the Government is to allocate 
US$8 million to the Caja de Crédito Agrario from the 
proceeds of a loan received from the U.S. Development 
Loan Fund. 


Bank of London & South America Limited, 
Fortnightly Review, London, England, Octo- 
ber 21, 1961 


Source 


Brazil's Trade Returns for First Half of 1961 
The trade deficit of Brazil for the first half of 1961 
has been announced by the Ministry of Finance. It 
amounted to US$90.2 million, exports being valued at 
$621.7 million and imports at $711.9 million. Com- 
pared with the first half of 1960, exports have increased 
by $16.1 million, imports by $38.8 million, and the 
trade deficit by $22.7 million. There was a decline of 
$28.1 million in receipts from exports of coffee, but 
this was more than offset by increased exports of cotton, 
sugar, and minor products. 
Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Octo- 
ber 7, 1961 


Fund Transactions 
During September 

drew the equivalent of $101.5 million from the Fund, 

Chile, $15 million; El Salvador, $1 million; 


1961 seven member countries 


as follows 


Indonesia, $20 million; Iran, $7.5 million; Nicaragua, 
$3 million; United Kingdom, $50 million; Yugoslavia, 
$5 million. Of the total, $19.5 million was drawn in 
U.S. dollars, and the equivalents of the following were 
drawn in the currencies mentioned: Canadian dollars, 
$25 million; French francs, $7.5 million; deutsche 
mark, $15.5 million; Italian lire, $4 million; Japanese 
yen, $25 million; Netherlands guilders, $5 million. 

Repurchases during September totaled the equivalent 
of $23.37 million, of which $20 million was repur- 
chased by Brazil, $0.28 million by Chile, $0.37 million 
by Paraguay, and $2.71 million by the United Arab 
Republic (Egypt). All repurchases were made in U.S. 
dollars. 
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International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 
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